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E.O. 11652: GDS 

TAGS: ENRG, ETRD, GW, IR, EEC 

SUBJECT: GERMAN-IRANIAN REFINERY PROJECT 

REF: A. BONN 14737 (NOTAL); B. BONN 24734; C. EC 
BRUSSELS 8091; D. EC BRUSSELS 7836; E.STATE 18673 

1. OUR CONVERSATIONS WITH GERMAN GOVERNMENT OFFICIALS 
OVER THE PAST SEVERAL WEEKS REVEAL NO DIMINUTION 
IN FRG DETERMINATION TO SEEK THE ELIMINATION OF EEC 
TARIFF BARRIERS ON THE IMPORTATION OF PETROLEUM 
PRODUCTS FROM IRAN. THE ELIMINATION OF THESE TARIFFS 
IS A MAJOR ELEMENT IN THE NEGOTIATIONS FOR THE 
CONSTRUCTION OF A 25 MILLION TON PETROLEUM REFINERY 
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BY GERMAN FIRMS IN IRAN AND ECONOMICS MINISTER 
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FRIDERICHS IS STRONGLY COMMITTED TO THE SUCCESS OF 
THESE NEGOTIATIONS. CONTRARY TO THE INFORMATION 
PROVIDED IN REFTELS C AND D, OUR SOURCES STATE THAT 
TARIFFS RANGING FROM 3.5 TO 7 PERCENT ARE CURRENTLY 
IN EFFECT FOR PETROLEUM PRODUCTS ENTERING THE 
COMMUNITY FROM IRAN. ALTHOUGH CONSIDERATION IS BEING 
GIVEN TO INCLUDING PETROLEUM PRODUCTS IN THE 
COMMUNITY'S GSP ARRANGEMENT, OUR SOURCES STATE THAT 
SUCH A STEP WOULD NOT SATISFY THE IRANIANS’ DEMAND 
FOR GUARANTEED ACCESS OF THE PRODUCTS OF THE REFINERY 
TO THE GERMAN MARKET. 

2. ALTHOUGH THE FRG IS PURSUING THIS TARIFF QUESTION 
WITHIN THE EC AT THE SAME TIME THE COMMUNITY IS 
REVIEWING ITS RELATIONSHIP WITH IRAN, A CONTACT IN THE 
FOREIGN MINISTRY STATED THAT THES ARE TWO SEPARATE 
AREAS OF CONCERN. WITH REGARD TO THE LATTER CONCERN, 
HE NOTED THAT THE DANES ARE THE MOST ACTIVE IN SEEKING 
CLOSER EC/IRANIAN TIES ALTHOUGH HE DID NOT DENY FRG 
INTENT IN CLOSER TIES AS WELL. HE STATED FURTHER THAT 
THE FRG IS INSISTING THAT ANY COMMISSION SUGGESTIONS 
FOR A NEW EC/IRANIAN AGREEMENT MUST FALL WITHIN THE 
FRAMEWORK OF THE COUNCIL DECISIONS OVER THE PAST 
TWO OR THREE YEARS, WHICH EXCLUDED IRAN FROM 
CONSIDERATION AS A MEDITERRANEAN COUNTRY. 

3. NEGOTIATIONS ON THE REFINERY BETWEEN THE GERMAN 
FIRMS INVOLVED AND THE GOI HAVE BEEN PUT OFF UNTIL 
JANUARY AT THE EARLIEST. NEGOTIATIONS OVER THE PRICE 
OF THE CRUDE OIL TO BE DELIVERED TO THE REFINERY 
ARE AT A STANDSTILL AND THE GOI APPARENTLY WANTS TO 
WAIT FOR THE NEXT OPEC PRICE DECISION BEFORE NEGOTIATING 
FURTHER ON THE PRICE FORMULA. IN ADDITION, THERE IS NO 
AGREEMENT ON HOW THE REFINERY'S PROFITS ARE TO BE 
CALCULATED FOR TAX PURPOSES (SEE REF A). 

4. IN OUR CONVERSATIONS ON THIS SUBJECT, THE EMBASSY 
HAS DRAWN ON REF E AND PREVIOUS TO STRESS THE USG'S 
OPPOSITION TO THE LOWERING OF TARIFFS ON PETROLEUM 
PRODUCTS FROM OIL PRODUCING COUNTRIES. WE WILL 
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CONTINUE TO IMPRESS UPON OUR CONTACTS THE SERIOUSNESS 
WITH WHICH WE VIEW THESE PROPOSED TARIFF REDUCTIONS. 
HILLENBRAND 
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